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VA 108240
LN WASHINGTON, D5, 2058 /

CIVIL DIVISION S nt B8 5972
433 §a ARG}

Doay Mr. Ball:

The Gansral Accounting Office has reviswed the procedures used
DL@’ D(D\éb"f* by Washington Physicians'! Servics {(WP3) for processing and vaying
- claims for physlcians! savvices providad ur'o:'.' vhe Supplementary Modical
Insurance program~-payt B Yedicare., WPS is the Hedicare carrier for ths-
State of Washingbon ané uzss 3 system of 20 separate and aubtonomous
corporations--medical servics bureaus=-tc procsss lMedicare claims.
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A of the efficiency
Limsd approacsh showsd that the WPS
and effactive method of processing
culd be irproved by sithsxy con-

La bureans or by using an alternate

L

Our review, which was
and effectivensess of this de
systiem mey nob ba ths mos t E)
claims. We believe that thas
solidating the activities of
system i‘or processing ¢lairis.
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CARRIERS' ROLE TN PROCESSLNG CLATMS

In 'ﬁ*abruary 1965, the Sscraetsry of HET sabtered into a contract
with WP3 Lo servs as m‘a ¥edicare sarrisy for ths Stats of Washington.
Most of the cleims processing fuustisn undsy the WPS agontract was in
turm subeon "b“acmd o medical ssrvics burosas {Buresus) which 2ct as
¥sdicars carriers in thoir e:pss*t:.v—% goegraphical zreas., WPS serves
as the central ceordinating body for ithzse Bureaus and doss not process

any Msdicsrs part B cladms.

At ths time of our rsview, ths Pursauz wors using four different
systens for processing psrs B nlaim;* in the Stata of Washington. Three
of the Bursaus, .:.ncluci..m ts two largsst which in fiscsl years 1970 snd
1971 processad about 52 percant of ths Medicars part B gluims in ths
State, 4id their eclaims oprocessing in-houge, The otner 17, which procsssed
about U5 percant of the claims, hud Further subconireotel with Compuber
Services, Inc., (CSI) to do pari of thelr claims processing.

;.-.J

PROBLEMS WITH DECEIRALIZED STSTE

"The decentralized orgavifabional strugburs used by 1PS is not,
in sur opinien, the nos ai‘ficis:nt aed effoctive arpriasi. to doing
a job which appears to have 2 bizh polaniial for usin: ciabrallized
antomated preceduvas. Our ravisw of Scolel Sscurity Adminiabration
(SSA) records and discussicns with SS4 officisls showsd that S5SA had
recognizsed i‘or seme time thet mest of thu Bureauvs were not prscassmg
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' »-:‘élack‘"c‘i' Bifgetive quali ty control prosedures in most of
R 7 Ba:'eaus, with ny of thu sealler snes rely .mg on a
Pour- c;.erks e m}ga OS’G of tps day-ta-tay d.,,,::.sixms,

5

~-lack of custcmaz'y az:d p“e‘%‘?;_in{; charga proi“iles for
*deueﬂ*«inino the reas 5o 1able chavges for ssrvices; and

--—1ac of ef"ect*ve ubilination ¥ 3

procaduv*as espﬁu-.al'! 7 among the smaller bureaus.
SSA rauoanized al 50 un*n':. IPo nes had Littie oo nirel over the

5 ‘. becming

. of ths Bureaus. .
We ‘noted ’mat Dma swps weie ks*z bv ..M and 7PS to porrect some
.of these problems such as d:veloping customary and prevailing charge
-data, and ab:a:.mz ng an on-site reprasentsiive at WPS im April 1970
to s’oudy he carrier's clails procsssing achivities to assurs that
“these activities are managed. effectizely and that 384 direciives are
“being followed. A sondract ﬁs::‘.‘or"'mce rgvisy conductsd by SSA inm
- January 1971 and our work a% saveral of the Burozus ip mid-1971 showed
’ -~ - that, despite thess offorts. soms of the problems contlmizd to exist.

;ﬁ

R Cur review of th2 clairs procassing opsratlionz ab sveral of the
Bureaus showsd that the desentriizsd Msdicars opsraticn wder WPS was
administratively cumbarsome znd inefflisiont. In tnde razpect soms of
the problems nobed waiw:

~--a varisty of dlfferert systems to boe eveluatad
nenibored;

5294 oy %ﬂ:a Bursaus with longer
3tios of adminiszby

proces z‘w tmﬁx a-;cl
: b,enafi’cg ,puld;

Haffieis ant qaa:' 7/ven y’ Drocess for sans Buresus which,
. .bejca% uge of loy velwse. had 4o posl znd zrouite thaly quordes
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dgh lavgw Bm*r:m,,;" S

g higher administrativ
B in highsr coshs to th==
der -2 senbralized gysten.
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grags cos‘as incurred by other carriers. We noted
riod most.of the Bureaus had not implemented adequate
qna}.r&y cantrcl pz'ograms and were not making ths required reasonable charge
debérminations. - Ewever, wa wers advised by SSA officials that during
fiscak year-1971; :UST had started daveloping customary and prevailing

_charge-dsba-to male reaﬁsonabl_e charge determinations for 18 of the Bursaus.

The £iscal 1971 raports prepared by SSA and the cost estimates
prepared by WPS for Iiscal year 1972 showed a sharp increase in the
Bﬁrsmzs*'achﬁiniétrative“costs. For example, for fiscal yesr 1971 tha
averaggcast of processing a payment record for all carriers was about
$h.06:. A-comparison - of this averags with the cost incurrsd by the

Cindividual ‘Birazus dur:.ng thiz pariod showed that 13 of ths Bursaus-~

comparad o two :m fiscal year 19? ~-axceeded the naticpal average by a
renge -of '$.28 to $2.1k par payment record. Thsse smounts, we wers advised
by-SSA,. .excludsd the administrative costs incurred by ths WPS central office
which amounted to about $.23 per payment recerd in fiscal year 1971.

A review of the estimabted costs for fiscsl year 1972 showsd that 13
of ‘the :Rursaus would sxceed the national average by a rangs of $.ld o
$3: 7k per paymsnt record. Again we were advised that thess amounts were
ezclusive of WPS central office administrative cost which shouid total
about-$.36 per payment record. We believe that efforts by SSA and WPS
to improve ths Buresus'! performance and to raquire them to comply with
SSA -requirements and directives has contributed o this rise in ths
Buresus' administrative costs.

SSA_ also publishes information on the ratio of carriers!
adninistrative costs to the amount of benefii payments mads. & .
comparison of this information for fiscal years 1970, 1971 and the

first-half of fiscal year I972 showed that all Bureaus except one

had_cansm’cently azceed@c thy natlonaT :swerage as follows:

fat: :
(pc-.:rf, ent

the mtlo of adzrun:l.s trative costs

“IHat

: mcunra&\by,'four of the Burssus in flscal ysar 1970 and eight in
1271 excsaded.the national -aver

age by at least 100 Pe""CSLuo
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o _We bslisve that the ¢s-entraiized claims processing system veing
dssd in the Stats of rfasnmg"ﬂn in which 20 soparate znd autonomous
o ‘Bureaus pvocass slainy usiag ceveral diffsrent systems, is not the

P most afficient and effsctivs arrangsmant. Bsozuse of ths low clainms

to comply with S84 rsquremntu, ve believe S3A should consider the
practd, cabil:. by of

:--consolida‘bing the Medlcare claims progsssiang activities of
_the Bureaus into one or two coarata.cvzs to take advantage of
the sconomies which could be derived from having fewer systems
proces.,inv larger nyuiber of claizms, or

--’-using an alternate svstem to process ¥adicare clzims in the
State of Washington.

‘ We would appreciate bal .ng sdvissd of apy action you taks on this
“ matter and will be plesssd ©o discuss the subject further with you or
_your staff.

Copies of thisz report cre being sent today to tha Assistant
- - Secretary, Compiroller and <o the Director of HEY Audit Agsucy.

Sinceraly yours,

John . Pfegl..ar

Asszistant Director

¥r., Rebery M. Ball )
Commissionexy of Social Sacurity
Departmsnt of Health, Education. and Welfares

olung-orocaused by mapy o the Bureaus, duplicaiion of afforts betwsen
he. various organizational ontities, and failure of some of the Buresus





